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In an interview with daily newspaper Jornal do Brasil (Rio de Janeiro) on Jan. 12, Brazilian Finance
Minister Mailson Ferreira da Nobrega affirmed that the conclusion of refinancing agreements on
the country's $112.7 billion debt is imminent. Nobrega said he was optimistic about the outcome of
negotiations with creditor governments and the International Monetary Fund, mainly because they
now understand the negative effects of programs which retard socio-economic development. "If
Brazil achieves an accord with the IMF and the Paris Club, we will then have access to government
and multilateral institution resources. We could then accumulate more foreign reserves, and repay
part of the interest on the foreign bank debt," he said. Nobrega declared that he believed Brasilia's
needs would be "understood" by creditor nations because Brazil is capable of accumulating foreign
reserves, as well as acquiring a zero-coupon bond from the US government to back the issue of
Brazilian government bonds. He added that he was optimistic about the results of negotiations
with official creditors which began Jan. 12 in Washington. The minister said his optimism was the
product of observing positive "signs" during the present negotiations with foreign bank creditors.
Nobrega described the latter as "adult, responsible, professional, objective and pragmatic." The
new agreement with the banks, he added, will not only eliminate uncertainty, but also correspond
to the country's economic development interests. According to Nobrega, since 1982-83 the IMF
has changed its behavior in that it is no longer promoting the same type of austerity programs.
At that time, he said, the Fund, alongwith the major industrialized nations and creditor banks,
believed that the debt crisis would last only two or three years. "They have since learned that the
crisis was not a passing phenomenon, and that the imposition of permanent adjustment programs
is not possible...[These programs] provoke stagnation in Third World countries, causing social
and political upheaval. They have also realized that adjustment programs are useless in terms
of renewing development gains." Regarding Brazil's debt conversion plan, Nobrega said that its
implementation would be quite simple, based on the conversion of the loans creditor banks made to
Brazilian foreign and private enterprises. This plan, he added, is separate from Brasilia's interest in
participating in a debt conversion scheme similar to the one for Mexico announced in late December
by the US Treasury and J.P. Morgan & Co. The debt-government bond swap in the Mexican case
involves no linkage with converting debt to equity in national enterprises. Nobrega said devaluation
of the national currency would not occur in the near future. According to recent analyses, he added,
equilibrium has been established in the exchange of the Brazilian cruzado with foreign currencies.
For Nobrega, economic growth will follow the reestablishment of a favorable investment climate.
Recession, he added, is provoked by the absence of investment, not by public spending cutbacks.
Nobrega said that in the Brazilian case, a 5% or higher annual growth rate is not unrealistic once a
space for private investment is created via adequate controls applied to the inflationary process and
the public deficit. (Basic data from AFP, 01/12/88)
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